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Summary 


This report on Upper Volta's economy covers mainly the 
period 1969-71. In instances where available sttistical 
data were insufficient for comparative study, however, 
statistics from years prior to the 1969-71 period have 
been used. 


The Voltan economy consists mainly of a large "Traditional 
Sector" of production (including agriculture, livestock, wood 
cutting and fishing) and a considerably smaller "Modern Sector" 
of production (which includes industry, commerce, transport, 
mining and construction). During the 1969-71 period, agri- 
culture and livestock production, which are the greatest 
contributors to the nation&S GDP, suffered significant 

setbacks due to recurring droughts. Consequently, there were 
adverse multiplier effects for the average producer, wage 
earner and consumer, who were also confrorted with a steady rise 
in the cost of living. 


Upper Volta has just terminated its first four-year development 
plan (1967-70) and, following an interim "project planning” 
year (1971), a new five-year development plan (1972-76) has 
been approved by the national legislative body. Only about 

60 percent of the first plan was actually completed. As was 
the case with the first plan, realization of the projects 
contained in the new five-year plan will depend heavily on 
capital investments fmm foreign sources. 


Assisted by its official policy of fiscal austerity, the 
Government was able to obtain budgetary surpluses and a 
favorable balance of payments during the period 1967-70. 

There was, however, an increasing deficit in Upper Volta's 
balance of trade. The favorable developments in the budget 
and balance of payments were almost completely nullified by 
the effects of other debilitating forces, particularly a 
devastatingly low rainfall, which assailed the economy 

during the same period. These less favorable trends, added 

to the Government's reluctance to make more than token capital 


investments have produced near stagnation in the overall economy. 








Some gains were made nonetheless in the industrial sector, 
and a variety of trade and investment opportunities are 
developing, particularly in the context of the expanding and 
better integrated regional market. If pursued more 
energetically by American entrepreneurship, these could 
bring about a greater interplay of our two economies. 





CURRENT ECONOMIC SITUATION AND TRENDS 


Production - Agriculture is still King 


Nearly 90 percent of Upper Volta's population (and nearly 

95 percent of the resident labor force) continue to be engaged 
in the agricultural sector of the country's economy. Agri- 
culture continues to be the major contributor to the natioml 
GDP. Since 1967, when the first four-year development plan 
was undertaken, the GDP increased at an average annual rate 
of 5.9 percent reaching 82,945 million CFAF in 1971. The 
country's production in the traditional sector, including 
agriculture, is constantly threatened by harsh natural 
conditions, especially low and irregular rainfall and endemic 
diseases. 


In 1970, agricultural production accounted for 73 percent 

(58.5 million CFAF) of the GDP. This was a drop from the 

78 percent which this sector of the economy contributed to the 
GDP in 1964. Subsistance agriculture accounted for most of 

he total agricultural production. Nevertheless, an ample 
quantity of locally produced seasonal products reached the 
markets for local consumption and a portion of total production 
was exported to neighboring countries, Europe, and the Far 
East. 


The marketed production of cash crops (i.e. cotton, groundnuts, 
sesame and sheanuts) increased considerably beginning in 1967. 
Tre annual level of cotton production incre.sed from 16.3 
thousand metric tons in 1967 to 36.2 thousand tons in 1970. The 
production of sesame increased from 2.6 thousand metric tons 

in 1967 to 5.2 thousand tons in 1970. The production of 
peanuts remained steady (averaging 10.6 thousand tons per year) 
except for the drop to 7.8 thousand tons in 1970. Sheanuts 
were produced at an annual average level of 18.5 thousand tons. 
However, the favorable production trends were interrupted by the 
drought of 1971. The production levels decreased (i.e. to 

23.5 thousand tons of cotton, 3.4 thousand tons of sesame, 

13.4 thousand of sheanuts). Product yield per hectare also 
dropped considerably below the 1970 levels. For example, 

cotton production dropped 35 percent (from 447 kilos per 

hectare in 1970 to 297 kilos per hectare in 1971). Production 
of sesame also suffered a 35 percent drop in 1971 am the 








production level of peanuts, millet, sorghum and sheanuts 


dropped by 20 percent. Although other cash crops decreased 
in 1971, production of peanuts rose from 8,086 tons in 1970 
to 8,400 tons in 1971. 


Rice cultivation has improved to a point where the country is 
now self-sufficient, and if plans for future production levels 
are realized, the country will have a large rice surplus eg 
1975. Ironically, due to add-on costs after milling and ck 
of an adequate marketing system, the present market price of 
locally produced paddy rice (for which the producer receives 

23 CFAF per kilo) is too high (average 65 CFAF per kilo) for the 
average consumer to afford it. Rice has not yet become a 
staple in the Voltan diet, and stockpiles of rice have 
accumulated during the past year. Upper Volta has discontinued 
rice imports, but Ghanaian rice, which costs the consumer less, 
still makes its way into some of the markets, especially in 

the Ouagadougou area. 


Prices paid to preducers of most cash crwps have remained stable 
since 1965. However, in 1969, cotton producers received a 

five percent reduction in prices, and in 1970 peanut growers 
suffered a five percent price reduction. These reductions caused 
a decrease in the average real income in the rural regions. 

More favorable trends occurred in total net export profits. 
Agricultural price stabilization operations (established in 

1964 and supported by government subsidy payments) generated 
higher net profits due to an increase in export prices in 

world markets. Cymulative net earnings generated by the 

four cash crops amounted to 441 million CFAF for the 1967-71 
period, but the 1971 net profit was 38 percent lower than that 

of 1970 (346 million CFAF). 


Livestock production, the most important foreign exchange 
earner, also decreased due to the extremely harsh weather 
conditions in 1970-71 and the consequent sizeable losses 
in the number of animals. Although export prices for 
livestock and meat products remained stable, the average 
livestock producer suffered a decline in his earnings. 


Production in the industrial sector (estimated to have been 
nine percent of the GDP in 1969 ) accounted for about 17 percent 
of GDP in 1970. This favorable trend is attributable to a 
continuous overall increase in the output of small industries 
as well as the increase in the generation and consumption of 
power and water. 





The tertiary sector of the economy (commerce, government, 
transport and other services) accounted for 35 percent of 
total GDP in 1970. 


Balance of Payments 


Since 1969, Upper Volta has been experiencing a deterioration 
in its balance of trade position, due to the decreases in 
levels of production in the important agriculture sector, 
competition among nations for the world market for primary 
products, the rise in the prices of imported products and 

the fluctuations of the world monetary system. The total 
values of exports in 1969, 1970 and 1971 were respectively 
5.3, 5.0, and 4.4 billion CFAF; imports for those years 
totaled respectively 12.9, 13.0,/713.9 billion CFAF. Exports 
of cotton, sheanuts and sesame increased considerably. In 
1964, cotton and cotton seed represented only three percent of 
total exports but increased to 29 percent of total exports 

in 1970. On the other hand, there was a large drop in the 
exportation of livestock products. In 1964, livestock accounted 
for fully 65 percent of total exports and for 54 percent in 
1968. However, by 1969 livestock was only 37 percent of 

total exports and only 31 percent of total exports in 1971. 


The major recipients of Upper Volta's exports in 1971 were 
the Ivory Coast (38%), France (22%), Ghana (12%), Italy (124) 
and Japan (4%). In 1970 France was the recipient of only 

12 percent of Upper Volta's exports and Japan received 

16 percent. 


Exports to the United States in 1971 were valued at only 
slightly more than 6.2 million CFAF. But this represented 

a relatively significant increase over exports to the U.S. 
in 1969 and 1970 (respectively valued at 1.4 million and 0.6 
million CFAF). The increase in the value of exports to the 
U.S. in 1971 is attributable to the exportation of dried 
beans and other podded vegetables (valued at 3.0 million CFAF) 
which were not among Voltan exports to the U.S. in previous 
years. There was also an increase in the total value of 
artwork and handicrafts which is the second largest Voltan 
export to the U.S. 


Contrary to the decline in exports between 1969 and 1971, 
Upper Volta's imports continued to increase and in 1971 the trade 
deficit (9,491 million CFAF) was 26 percent higher than the 
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7,531 million deficit in the trade account for 1969. 

France remains the major supplier of imported goods. In 
1970, forty-five percent of all imports came from France. 
The percentage was slightly lower (44 %) in 1971. The 
Ivory Coast was the second largest supplier of imports (11%) 
during the same year. 


For its part, the United States supplied 4.5 percent of total j 
imports in 1971 and was the third largest supplier. There 
was a wide variety of American products imported into Upper 
Volta in small quantities in 1971. Heavy equipment, used 
clothing, electrical equipment and spare parts, cosmetics 
and small appliances were some of the more prevalent U.S. 
products which were imported. 


Despite the deficit in its trade account during 1969-71, 

Upper Volta's foreign reserve position continued to strengthen. 
In 1971, reserves amounted to $110.3 million U.S., compared 

to $25.8 million U.S. in 1969. The encouraging trend is 
attributable mainly to the high level of public and private 
transfer payments, mostly in the form of grants from foreign 
donor organizations, wage remittances from Voltans in 
neighboring countries (particularly Ivory Coast) and pension 
payments to Voltan veterans of the French army. Assisted 

by these transfer payment receipts (834 million CFAF in 1969 
and 810 million CFAF in 1970), the country was able to sustain 
an overall balance of payments surplus of 1.5 billion CFAF 

in 1969 and rearly 3 billion CFF in 1970. 


During the Ago 7A. parind, Upper Volta's outstanding public 
debt increased by percent, going from $21 million U.8. 

in 1969 to $31 million U.S. in 1971. Principal cred ors in 
1971 were France ($15 million), the IDA ($7 million), 
Ghana ($4 million) and Germany ($2.7 million). 


Since 1967 Upper Volta has been following a policy of fiscal 
austerity. Budgetary receipts rose from 7.8 billion CFAF 
in 1967 to 10.6 billion CFAF in 1971. The rise in total 
budget revenues was directly related to an ircrease in 


revenues from indirect taxes, particularly taxes on imports, | 
which represented 40 percent of total revenues. As of 
December 1971, most imported goods are subject to three | 


basic tariffs (ad valorem) - a) customs tax = 5%, b) fiscal 
import tax which varies according to product, c) statistical 
tax = 2%. There are additioml "consumption taxes" on imported 
beverages, tobacco products, ammunition and petroleum products. 
Imports from EEC countries are exempted from the 5% customs tax 


8 IDA figure for 1970 
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10 
and imports from UDEAO comrade subject to a reduced 
fiscal import tax. 


The Government's policy of fiscal austerity significantly 

restricted current expenditures and produced modest budget 

savings and surpluses each year during the period 1967-70. 

(No budget surplus was recorded in 1971.) The surplus 

budgetary position permitted the Government to repay all 

of its overdue debts which were accumulated before 1967, 

make small investments in development and increase its international 
liquidity. 


Education and Health 


Although other areas of public expenditures suffered under the 
austerity program, budgetary expenditures for education 

increased from 12 percent of total budget expenditures in 

1969 to a level of 15 percent in 1971. Between 1969 and 

1970 there was an increase in the number of primary and 

secondary schools. There are presently over 590 primary 

schools, 13 secondary schools, nearly 200 rural training 

centers, and a variety of professional and technical institutions. 
The literacy rate of the country is about 10 percent. 


In addition to the harsh climatic conditions, disease and 
malnutrition also ravage Upper Volta's human resources. Measles, 
smallpox and onchocerciasis ('river blindness') are three 
diseases which inflict the heaviest toll upon the population. 
Only through assistance from the United States and other donors 
has the country been able to institute and maintain control and 
surveillance operations to combat the effects of measles and 
smallpox among the population. Onchocerciasis has caused, 

over the years, evacuation of entire villages along the river 
valleys. In some infected areas where the villagers remain, 

it is not uncommon to find that all persons over thirty years 
of age are blind and the younger population is doomed to the 
same fate. Although very little of the country's soil is 
abundantly fertile, the soils of the river valleys are con= 
sidered to be more fertile than that found in other areas and 
are therefore viewed as having the greatest potential for 
increased agricultural development. There is a growing interest 
on the part of donor organizations who would like to assist in 
programs for the eradication of the black fly (which causes 
onchocerciasis) and for ensuing development of the affected 
areas. 


/ Budget Surpluses in Billion CFAF: 0.23 (1967), 0.35 (1968 
2 0.58 (1965) , 0.74 (1970} None Gant) )s ( b 
Budget Savings in Billion CFAF: 0.82 ae 1.08 (1968), 
1.68 (1969), 1.88 (1970), 0.94 (1971) 
10/ UDEAO Countries: Ivory Coast, Dahomey, Mali, Mauritania, 
Niger, Senegal and Upper Volta 
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Employment and Wages 


Upper Volta's total labor force (persons 14-60 years of 

age) consists of nearly 3 million people. From 1969 through 
1971, 60 percent of the labor force was considered to be 
unemployed. Of those persons who were fortunate enough 

to find employment, only 32,000 were classified as salaried 
workers (1969-70). Fifty-six percent of the salaried workers 
are considered to be professionals. The Government was the 
greatest single employer of salaried workers, employing an 
average of 45 percent of all salaried wage earners. Industry and 
commerce paid the highest annual salaries (average salary 
450 thousand CFAF in 1970) while the average annual salary 
for a Government worker was somewhat lower (270 thousand 
CFAF in 1970). The major part of the wage earner's salary 
went for food and housing. The wage scale established by 
the Government has not been changed since 1969 but the cost 
of living has continued to increase. 


Some of Upper Volta's unemployed labor force is absorbed by the 
labor markets in neighboring countries, particularly the 

Ivory Coast. Under a convention signed by Upper Volta and the 
Ivory Coast in 1960, the Ivory Coast may request that Voltans 
be recruited to work in its agriculture sector. Official 
records for 1969 and 1970 show that over 5000 Voltans were 
recruited under the terms of the convention. However, this 
does not take into account the thousands of Voltans who have 
infiltrated the Ivorian labor market by other means. Their 
numbers are estimated to be as high as 300 thousand, and 

some say much more. 


Development Trends 


As mentioned before, the Voltan Government's austere fiscal 
policy, which was inaugurated in 1967, has produced some 
favorable developments in the country's balance of payments 
and in its budgetary position. These developments might 
spark false optimism in the minds of some observers. Though 
the favorable showing in balance of payments and the budget 
appears at first glance to be encouraging, the gains in 
those areas are in fact nearly obliterated by the pressure 
of the other forces assailing the economy, i.e. paucity of 
natural resources, shortage of water, endemic diseases, 
remoteness from the sea, comparative disadvantage in the 
international markets, poor soil, harsh climate, low 
literacy rate, lack of technical know-how, and dher enemies 





13 


of development growth. Between 1967 and 1970 overall average 
annual economic growth is estimated to have been 5.9 percent 
or 4.1 percent per capita. However, because of the rise in 
the costs of living,real economic growth was between 2 and 2.5 
percent per capita. 


Upper Volta was able to complete only 59 percent of its first 
four-year plan (1967-70) even though percent of the necessary 
financing was obtained. In June 1972, the draft of the next 
five-year plan (1972-76) was approved by the National Assembly. 
As in the case of the first plan, which called for 85 percent 
of the capital coming from abroad, the country will be over- 
whelmingly dependent on development assistance and capital 
investment from foreign sources for the realization of the 
projects contained in the new plan. The growth target of the 
1972-76 plan is based on an 3 §.5 percept increase in 

the GDP. Total cost of the/Bigye 3 60.1, pijdion CFAF, 
compared to the projected cost of 33.6/ Br the 1967-70 
plan. Under the new plan, projects in the three priority 
sectors, (infrastructure, rural development and the modern 
sector) represent respectively 28, 33 and 18 percent of the 
total cost of the plan, compared to 36, 27 and 18 percent 
respectively under the 1967-70 plan. 


An official Voltan Government eéperO Mentions that there were 

two factors which were mainly to blame for the fact that only 

59 percent of the 1967-70 plan was completed - administrative 
deficiencies and the attitude of prospective sources of financing. 
Donor organizations are accused of having delayed projects through 
unnecessary foot dragging and red tape. The donors are also 
chastised for not having been more forthcoming in financing 

the background or technical studies required prior to the 
commencement of certain projects. More importantly, the 

donors are berated for a lack of coordination among themselves. 


An important trend in Upper Volta's development is the emphasis 
which the Government is now placing on participation in regional 
economic groupings and its acceptance of the concept of 
regionalism in development programs. The most noteworthy 12/ 
examples of this trend are the Entente Livestock Community 
(ELC), the Liptako-Gourma Authority 13/ (LGA), the West African 
Major Cereals Program, the West African Endemic Disease Program 
GEA _ recently-formed West African Economic Community 14/ 
CEAO e 


11/ "La Situation de 1'Economie Voltaique a 1'Issue du Premier 
Plan" prepared by the Ministry of Plan, Industry and Mines 
in December 1971. 


12/ Members of ELC: Upper Volta, Niger, ‘logo, Dahomey and Ivory 
Coast 
13/ Members of LGA: Upper Volta, Mali and Niger 


14/ Members of CEAO: Upper Volt Niger, Dahome Ivory Coast 
mali, Mauritania ahd Seaeer: . 7 . 
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With assistance from the United States and other donors, 

the five member states of the ELC are striving to improve 

the production and marketing of their livestock and meat 
products. The LGA is primarily concerned with the analysis, 
development and exploitation of a variety of minerals which 
preliminary studies indicate exist in exploitable quantities 

in the Liptako-Gourma area. The LGA region covers nearly 
470,000 square kilometers in the three member states and 
includes Ouagadougou, Niamey, and the Niger River. In 
addition to its responsibilities for mineral development, 

the LGA will also concern itself with development of agriculture, 
livestock (in conjunction with the ELC), and fish products 
within the region. The organization is also exploring the 
possibility of constructing dams and power plants along the 
Niger River. The Authority has adopted a development program 
and under the helmsmanship of a well-qualified Secretary 
General, is seeking sources of financing to assist/the realiza- 
tion of the development projects. One of the major tasks 

will be the aevelopment of an adequate transportation infra- 
structure before mineral exploitation can be undertaken. 


Because of its perennial problem of shortages of the major 
cereals which are basic in the Voltan diet, Upper Volta has 
joined other West African nations in an effort to improve the 
production and marketing of major cereals. Upper Volta is one 
of two West African countries participating in a grain supply 
and price stabilization program financed mainly by AID. 


The CEAO officially came into being in June 1972. It encompasses 
seven West African states, having a total population of 30 
million inhabitants and covering an area of 4.5 million square 
kilometers. This economic community has been organized to 
replace the existing but moribund West African Customs Union 
(UDEAO). The new organization is attempting to establish 
common external tariffs and the free circulation of capital, 
technology and assets. It seeks to open the region to more 
highly developed industrialization and increased purchasing 
power, protect prices of basic foods intended for export, and 
increase trade among the member states. The CEAO surrounds 
two Anglophone African states (Ghana and Gambia) and borders 
on a third which is an important Commonwealth state (Nigeria). 
Upper Volta hopes that these English speaking states and 
Liberia will eventually become members. 
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Upper Volta's participation in regional economic development 
efforts is a necessary and prudent attempt to pool its meager 
resources with those of other neighboring states, while at 
the same time bringing maximum returns to the Voltan economy. 
This is particularly timely in view of a growing parallel 
trend among donor organizations and entrepreneurs toward 
regionalizing their activities. 


IMPLICATIONS FOR THE UNITED STATES 


Traditional economics dictate that a country's economy be 
divided into three main sectors of production (primary, 
secondary and tertiary). In reality, however, the Voltan 
economy would be more accurately described as having only 

two main sectors - a "Traditional Sector" and a'Modern Sector." 
Trade, investment and humanitarian assistance are the potential 
crossroads of the American and Voltan economies. It is no 
longer valid to explain the low level of U.S.-Voltan trade 
(particularly U.S. exports) and investment with the excuse 
that opportunities for the U.S. are so limited. The oppor- 
tunities do exist. It is true that the cultivation of 
existing trade and investment opportunities represents a 
challenge of substantial proportions to any potential U.S. 
manufacturer or entrepreneur. But given the depressed state 
of the U.S. balance of trade, potentialities in Upper Volta 
should be accorded more than just cursory attention from the 
U.S. 


To date, there are only two U.S. commercial investments in 
Upper Volta. One is the 49 percent ownership of the First 
National City Bank of New York in the Banque Internationale 
pour l'Afrique Occidentale (BIAO); the other is the preliminary 
production experiments financed by an American company which 
expects to invest in a project for the product i 

peas for export to the U.S. as livestock Pood fen Sob? afta ePient. 
resident American businessmen in Upper Volta. 


The United States was the third largest supplier of imports 
to Upper Volta in 1971, but its relative share of the local 
market was paradoxically small. There is a wide variety of 
U.S. goods being imported, but the total quantity is meager. 
Upper Volta's exports to the U.S., though limited to just a 
few products, increased considerably in 1971. 








16 


U.S. assistance in livestock and meat production, grain 
production and price stabilization, eradication of endemic 
diseases and other related health programs are almost 

certain to have a positive effect on the overall economy, 

the multiplier effects of which will increase the opportunities 
for further American participation in the country's economic 
growth. The new development plan calls for further Government 
investment in the priority sectors, particularly in trans- 
portation, communications and industry. Between 1967 and 1970 
eight new industriesl5/ began operating in Upper Volta. 
Industrial expansion, including the preliminary stages in the 
development program for the Liptako-Gourma region, may provide 
an opening for U.S. equipment, technology and expertise. 


Possible Voltan markets for other U.S. exports exist. With 
most of the cotton produced locally being exported, cotton 
textiles and threads were among the top three principal imports 
during 1969 and 1971. Other major imports were foods, machines, 
electrical equipment, petroleum products, beverages, tobacco 
products and pharmaceuticals. One cannot ignore the fact 

that imports from the EEC countries generally enjoy a five 
vercent tariff advantage over U.S. products. However, the 

low level of U.S. exports to Upper Volta is not wholly due 

to tariffs or the traditional preference for French products. 

It is also due to the lack of more enthusiastic and efficient 
Salesmanship on the part of U.S. manufacturers and distributors. 
As Upper Volta turns its attention to development of infra- 

s tructure, U.S. equipment could be more easily introduced if 
manufacturers would provide promotional materials, instruction 
manuals, and follow-up, tailored for use in the lesser developed 


Francophone countries. 


If the newly-formed West African Economic Community begins to 
function as it has been perceived, there will be new incentives 
for more active U.S. export promotion in the area. The 
opportunities for greater U.S. participation will no doubt be 
enhanced as the Francophone countries of Africa seek expanded 
economic and commercial cooperation with their Anglophone 
neighbors. In the case of Upper Volta, commerce with neighboring 
countries is already being facilitated by the improvement and 
upgrading of international and secondary roads. For example 

the paving of the road between Ouagadougou and Po (just north 

of the Ghanaian border) and the paving of the road from Koupela 
to the Togo border make the ports of Tema in Ghana and Lome in 
Togo extremely good alternatives to using the Ivory Coast's 

port facilities as an entry point for exports to Upper Volta. 
They also, of course, encourage increased imports of Ghanaian 

and Togolese products. 


15/See appendix for listing of principal Voltan industries 
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Due to its overwhelming dependance on foreign sources for 
capital, Upper Volta views the United States as a potentially 
major contributor to its development efforts. Several 

American firms have recently manifested an interest in investing 
in areas which previously were not so attractive as investment 
opportunities (i.e. transportation, mineral development, pro- 
duction of automobile parts and refrigeration coils, agricultural 
development, and meat and livestock production). it is in the 
interest of the United States that U.S. agencies responsible 

for trade expansion encourage American entrepreneurs to 

explore developing investment opportunities in Upper Volta, 
particularly in the context of the prospectively enlarged and 
better integrated regional market. Americans should also be 
exhorted to adopt a more imaginative and active approach to 
trade and commercial relations in this and other Francophone 
African countries. 
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Appendix 


PRINCIPAL VOLTAN INDUSTRIES 


Industry 
Peanut Oil Factory 


Seanut Oil Factory 
Soap Factory 

Brewery 

Soft Drink Bottling 
Slaughter Houses 
Cotton Ginning 
Clothing Manufacturing 


Cotton Textiles & Thread 


Location 

Bobo-Dioulasso 

Bobo-Dioulasso 

Bobo-Dioulasso 

Bobo-Dioulasso and Ouagadougou 
Bobo-Dioulasso and Ouagadougou 
Ouagadougou and Bobo-Dioulasso 
Ouagadougou and Bobo-Dioulasso 
Ouagadougou 


Koudougou 


In addition there are several saw mills, about 12 carpentry 
and metal enterprises, three brick factories, a bicycle and 
motor cycle assembly plant, an inner tube factory and a 
variety of other smaller industrial enterprises. 
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